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TANZANIA - KEY ECONOMIC INDICATORS 


All figures are in U.S. million $ unless otherwise stated. 
All conversions have been made at the current exchange rate of U.S.1$= T.Sh.7.9 
Unless otherwise stated, all figures represent end of the fiscal-year totals. 
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FOREIGN ECONOMIC TRENDS 


GENERAL 


The Tanzanian economy is heavily tied to agriculture which 
accounts for nearly 40% of GDP and a substantially higher share 
of total employment for Tanzania's 16 million people. Cash crops, 
which include coffee, cotton, tobacco, sisal, tea, cloves, cashew- 
nuts and pyrethrum, account for two-thirds of Tanzania's export 
earnings and also have an important part to play in Tanzania's 
industrialization goals which include processing of cash crops 
for domestic consumption and export. As a percentage of GDP, 
industrial output has grown slowly, accounting at present for 
about 10% of total output and a somewhat smaller percentage of 
employment. Short-term changes in the economy are heavily 
dependent upon climatic conditions which impact on production of 
cash crops and domestic food production. Fluctuations in world 
prices for Tanzania's export crops also can cause substantial 
shifts in foreign exchange earnings. 


Tanzania is the recipient of substantial loans and grants for 
development from foreign donor countries and institutions. Such 
assistance roughly matches the level of domestic resources raised 
by the Government of Tanzania for its development programs. 
Private investment from domestic and foreign sources plays a 
relatively small but very helpful part in Tanzania's development. 
Domestic private investment is on the increase and a number of 
foreign firms are exploring joint venture possibilities. 


Tanzania's port, rail and road system play an important part 
in the regional transportation network serving Zambia, Rwanda, 
Burundi and parts of Eastern Zaire. 


Per capita GDP (about $200 per year) and other economic 
indices place Tanzania in the least developed country category. 
Since the Arusha Declaration of 1967, development cfforts have 
concentrated on meeting basic human needs and significant gains 
have been made by the Government in providing food, shelter, 
clothing, education and health care at the village level. Increased 
life expectancy, universal primary education and improved infant 
health care are among the achievements in which Tanzania takes 
pride. 


During 1977, the Tanzanian economy continued its recovery 
from the severe recession of 1973-75. GDP increased by an estimated 
6.0% in real terms (to $3 billion). Agricultural output figures 
were up 5.6% but much of the increase should be attributed to 
exceptionally favorable export prices. 1977 saw an encouraging 
rise in food crop production but a continuing decline in volume 
of production for most of Tanzania's major export crops. 





Industrial output increased in 1977 by 5.4%, down from the 
6.2% growth rate for industrial production calculated for 1976. 
Power failures, transportation bottlenecks, shortages of construc- 
tion materials, machinery breakdowns, shortages of trained 
personnel, lack of labor discipline, petty corruption and market- 
ing problems contributed to low productivity in a number of 
Tanzania's parastatal-operated industries. Government concern 
about the inefficient operation of parastatal organizations is 
reflected in the 1977 decision tc let the national trucking para- 
statal go bankrupt, more recent steps to reduce over-staffing of 
some parastatals and indications that wider use of piece-rate 
wages and other work incentives are being considered. Growth of 
Tanzania's services sector ~ mainly Government services ~ has 
continued to outpace growth in the agricultural and industrial 
sectors. 


BALANCE OF PAYMENTS 


Tanzania's foreign exchange situation, although much improved 
from the 1973-75 crisis years, is still somewhat precarious. As 
a result of the Government's relaxation of the stringent, import 
controls which slightly reduced imports during 1976, Tanzania‘s 
imports rose by nearly 15% in 1977 (to $784 million). At the same 
time, 1977 export earnings increased by slightly less than 10% 
(to $573 million) despite substantial increases in world prices 
for coffee and a number of other Tanzanian export crops. Tanzania's 
foreign exchange holdings after reaching a four~year high of some 
$250 million at the end of 1977 have declined by more than half 
in the first eight months of 1978. Sizeable increases in net 
transfers in 1977 and 1978, including foreign aid inflows, have 
helped to buoy reserves and thus avoid the reimposition of more 
stringent import constraints. With recent increases in domestic 
food production, a relatively small share of Tanzania's imports 
is comprised of consumer goods (19% in 1977) and anw significant 
paring of imports would impact adversely on the availability of 
parts, materials and equipment needed to maintain current produc- 
tion and implement development and investment projects which are 
under way. Ministry of Finance projections of foreign cconomic 
assistance for 1977/78 and 1978/79 respectively are $280 million 
and $450 million. Although actual aid commitments are apt to fall 
short of the levels of these optimistic projections, the contribu- 
tion of foreign aid to the Tanzanian economy is large and has been 
growing rapidly. 





BUDGET 


Revised 1977/78 budget figures indicate likely government 
expenditure totalling some 8.7 billion shillings ($1.15 billion). 
Planned expenditures for 1978/79 total nearly 12.3 billion shillings 
representing an increase of over 19% in recurrent expenditure and 
a leap of nearly 80% in development expenditures. Realistically, 
however, a very substantial shortfall in 1978/79 development 
expenditures can be expected because of the limitations which the 
Government faces in terms of manpower and other scarce resources 
in its efforts to pian and implement a highly ambitious development 
program. Recurrent revenue estimates from taxes and parastatal 
earnings for 1977/78 and 1978/79 are 6.8 billion shillings and 
7.2 million shillings, respectively. The resulting shortfall in 
revenue is to be covered by domestic borrowing and foreign assis-~ 
tance. 


DEVELOPMENT PLANS 


While adhering to a basic policy of self-reliance (as an 
objective) and socialism, the Government has moved on a pragmatic 
course since the 1974-75 recession in its efforts to increase 
agricultural and industrial output. Producer prices have been 
increased to provide incentives for increased agricultural produc- 
tion. Local investment in small-scale industries is now actively 
encouraged and the Government has also evidenced a willingness 
to consider joint ventures with foreign firms in sectors of pro- 
duction where the special technological or management expertise 
of a foreign firm is needed. The nearly exclusive focus of earlier 
years on rural development and economic infrastructure has been 
moaified to permit additional resources to be shifted into directly 
productive industries which fit in with Tanzania's goals for 
processing domestic crops, expanding economic ties with other 
African countries and reducing future Tanzanian dependence upon 
imports from industrialized countries. The break-up of the East 
African Community in early 1977 with the resulting effective 
termination of Tanzanian-Kenyan trade and the more recent diffi- 
culties between Tanzania and Zambia over the operation of the 
Dar es Salaam port and the Chinese-built Tazara Railroad are 
reflections of the difficulties which beset Tanzania and neighboring 
countries in their efforts to work out mutually beneficial economic 
arrangements. As a result, very substantial capital and human 
resources which might otherwise have been available for industrial 
projects have redirected back into infrastructure (e.g., ports, 
railroads and commercial aviation) to replace institutions and 
facilities previously maintained as shared services by the East 
African Community. 





For 1978-79, planned development budget expenditures have been 
allocated: 37.4% for economic infrastructure, 29% for industry, 
20.8% for social infrastructure (and defense) and 12.8% for agri- 
culture and related processing. The current (third) five year 
development plan includes provision for implementation of the 
following large projects: 


a) expansion of existing textile mills and construction 
of three new mills at Musoma, Tabora and Morogoro, 


b) expansion of the cement plant at Wazo Hill (completed) 
and construction of new plants at Tanga (underway) 
and Mbeya (scheduled to begin late in 1978), 


Cc) creation of a pulp and paper mill at Mufindi and 


d) creation of a shoe and other leather goods industry 
at Morogoro. 


With planned expansion of Tanzania's tourism industry and the 
growing use of the former East African Community headquarters at 
Arusha as an international conference center, there are plans to 
expand hotel accommodations and other tourism-related facilities. 
Air Tanzania has purchased two Boeing 737's for delivery in late 
1978 and early 1979 and also is considering possibilities for 
initiating air service to Europe and the Indian subcontinent 

using leased aircraft. A study is underway on how Tanzania can 
best expand its electrical generating capacity. A 100 MW Kidatu II 
expansion is going forward. Other possibilities for using domestic 
coal deposits and untapped hydroelectric sources (including a 
hydroelectric plant at the remote Stigler's Gorge) are being 
analyzed. Study also is going ahead on the potential for utilizing 
the natural gas deposit located 32 kilometers offshore at Songo Songo 
in the sov+hern part of the country. Yet another industrialization 
possibility is the creation of an iron and steel industry utilizing 
Tanzania's coal and iron deposits. 


ZANZIBAR 


Like the mainland, Zanzibar professes socialism in the 
context of centralized, single-party rule. But this part of the 
United Republic remains largely autonomous, economically speaking. 
Although its foreign currency reserves were merged on paper with 
those of the mainland in 1977, Zanzibar retains control over them, 
These reserves form the basis for an independent program of internal 
development. Expenditures over the past few years have, however, 
reduced the level of Zanzibar's foreign reserves and the Zanzibar 
Government has decided to strictly curtail expenditures for the 
next several months in an effort to improve its position. The 





Government is continuing its efforts to diversify the cash economy, 
which historically has depended almost entirely upon the sale of 
cloves -- of which Zanzibar is the world's largest producer -~-, 

both by expanding domestic production of various food and cash 

crops and by fostering small-scale industries. For the near future, 
however, that somewhat troubled clove industry (plagued by disease, 
non-replacement of old trees and declining yields, although bolstered 
by high world prices for the cloves) will remain the mainstay of the 
cash sector. 


Development programs are varied. Some, such as large-scale 
public housing and hotels on Zanzibar and Pemba, have been under- 
taken by the Government on its own. Others, such as personnel for 
the hospitals, have relied on foreign assistance. Dependent on the 
communist world, mainly China, for most aid since independence and 
the subsequent union with the mainland, Zanzibar in recent years 
has diversified its sources of foreign assistance. UNDP/FAO, 
Denmark, West Germany, Britain, Italy, the Netherlands and the 
United States have all sent technical aid personnel to Zanzibar. 
The Zanzibar Government's new Three Year Development Plan, which 
went into effect July 1, 1978, calls for increased use of foreign 
assistance. Supplementing this new look in aid has been the 
Government's increased willingness to enter into hard-currency 
commercial transactions for major projects with firms in Western 
Europe, Japan, India and the United States. There is some interest 


in developing Zanzibar's tourist potential, but the Kenya-Tanzanian 
border closure and the Government's ambivalent attitude towards 
tourism do not encourage this. For over the past 13 years, the 
Zanzibar Government has prohibited any significant foreign holdings 
on the islands. It is doubtful this policy will be modified to any 
great extent. 


{MPLICATIONS FOR THE UNITED STATES 


There are a number of sectors ranging from agribusiness and 
textiles to solar technology and minerals exploration where 
attractive possibilities exist for U.S. firms to make a profitable 
contribution to Tanzania‘s achievement of its development goals. 


The Government is not enamored of foreign investment as a matter 
of principle and it is likely to be quite selective of the types 
of joint venture proposals it will entertain. At present, the terms 
of any foreign investment must be worked out on an ad hoc basis 
without benefit of clearly established guidelines. In furtherance 
of Tanzania's policy on accepting foreign investment in areas 
where foreign technology and management skills are most needed, 
the Ministry of Industries is planning a guide for foreign investors 
which could be of substantial help when it is completed. At present, 
there is very little U.S. investment in Tanzania. 





A number of the larger industrial projects undertaken by 
Tanzania are receiving substantial financing from the World Bank. 
These and other industrial and agribusiness projects offer possi- 
bilities for consultancy contracts and equipment supply. 


With last year's gains in foreign exchenge holdings and the 
relaxation of import restrictions, the prospects for sales to 
Government parastatals and to local entrepreneurs are better than 
they have been for many years. The current direction of Tanzania's 
third year development plan requires types of equipment in which 
U.S. firms should be highly competitive. Best sales prospects 
include: earthmoving and leveling equipment, trucks and other 
heavy duty vehicles, materials handling equipment. grain storage 
facilities, cement, textile and paper eguipment, hotel equipment, 
aircraft, and general construction equipment. Tractor and other 
farm equipment are another category in which U.S. sales chances 
should be attractive. There has been an upturn in the number of 
U.S. business visitors exploring the Tanzanian market and such 
visits are recommended to firms seeking entree here. The National 
Bank of Commerce (NBC) and the Tanzania Investment Bank (TIB) 
are useful points of contact. The NBC distributes a useful guide 
on importing and exporting regulations and the TIB acts as a 
clearing house for project proposals and also is a source of 
funding for feasibility studies. Tanzania's third Five Year Plan 
when published in English will provide a reference to Tanzania's 
planned allocation of development funds by sector and project for 
the remaining years of the planning period. Planning figures, 
however, are in some cases unrealistic and in other cases subject 
to shorter term shifts in Government priorities. Opportunities 
to aid the various Government agencies in various aspects of 
project planning and implementation should not be overlooked. 

In 1977, U.S. exports to Tanzania totalled $35 million, some 5% 
of its total imports. 
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